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INTRODUCTION
Pakistan became a limb of WTO in 1 January 1995 and China has joined the WTO in 11 December 2001.Pakistan and China share a muscular and rapidly expanding trade and economic relationship. The relationships of both countries are not only bound in economic and trade but also in the field of diplomacy and strategic partnership. Two countries have frequently exchanged high-level visits resulting in a variety of agreements and investments in both nations at government level as well as private bodies. The People's Republic of China has rendered economic, military and technical assistance to Pakistan and each considers the other a close strategic ally Jiang, (2001) [1] .The China-Pak FTA is important on many levels. First and foremost, it strengthens the long time trade relations between the Pakistan and China. Both nations have been leading trade partners of one another from last decades. For example, the China is the leading exporter of electronic products, appliances and machinery to Pakistan. Conversely, Pakistan has been a major exporter of cotton yarn, textile articles and consumer goods such as electronics mobiles, semiconductors and automobiles. Pakistan and China have come to play an increasingly dominant role in world economic affairs. Both nations have posted aggressive growth rates and friendly relationship, amongst other things. China in particular, has gained huge footprints in international trade and investment. At present China is the world's largest exporting country, while Pakistan's exports have grown doubled over the period of 2000-2014.
In the recent past both Pakistan and China have been pursuing FTAs with other nations particularly in Asia. However, no progress has been made to get maximum profit from PCFTA. Pakistan's domestic industry has sounded remarks of concern on several occasions over Pakistan's free trade agreement with China. In the framework it is significant to analyze, and if possible measure, the possible effects of PCFTA and to recognize the exact areas wherein, a reduction of trade barriers might consequence in mutual advantage and maximization of profit from PCFTA.
INTERNATIONAL TRADE OF PAKISTAN AND CHINA
China's international trade has witnessed brisk growth in recent years. China's emergence as a major player in world trade is a significant development in the global trade system. China revised its trade development policy at the end of the 1970s when China ranked 32nd among international trade nations, due to China's "Import Substitution" strategy Long.G, (2010) [2] . Three decades afterward, China became the world's top exporter. China has become the world's biggest trading nation in goods, ending the United States' post-war international trade dominance, according to official figures Qi and Muhammad (2014) [3] . There is no comparison between Pakistan and China's International Trade. According to Muhammad and Qi (2014) [4] China should gradually phase out these backward industries that compete with ASEAN, such as high-polluting industries and resource-based industries, and should improve the cooperation with the different countries and regions according to their resource characteristics, economic structure and technological level. Optimizing the industrial structure will be conducive to China-ASEAN trade. However, Table 1 shows how China trades as much as multiple times more than what Pakistan does. In addition, China has emerged as an exports-driven nation with its growth rate of exports surpassing that of its imports. Pakistan's export growth rate is still lagging at the back its import growth rates. According to Kowalski (2008) [5] , more than 50% of China's exports come from final processing and assembly of intermediate goods imported from Asian neighbors. Conversely, Pakistan's exports are primarily raw material and labor oriented with items such as cotton, other made textile articles, sets, worn clothing etc. and cereals. Table 2 demonstrates Pakistan and China's total and yearly exports to world and table 3 shows Pakistan's and China trade under free trade agreement. 
BILATERAL TRADE OF PAKISTAN AND CHINA
Pakistan-China trade has a marked imbalance with Pakistan importing three times as much as it exports to China. Growth in bilateral trade has been fast since 2007 FTA commence between Pakistan and China ( Figure 1 ). China's exports to Pakistan have been growing at a greater rate than overall Chinese exports as well as overall Pakistan imports. In other words, China is making inroads in to the Pakistan market at a much quicker pace than in any of its other export destinations. 
ANALYSIS AND DISCUSSION

Revealed Comparative Advantage
The Balassa Index (1965) [6] of RCA is defined as a country's share in world exports of a commodity divided by its share of total world exports. The analysis may also help us in understanding the composition of goods traded between Pakistan and China, Pakistan and world, and China and world. The results will also help us understand if Pakistan has revealed comparative advantage in the same goods in its bilateral trade with China as in the trade with the rest of the world. In this study this index will help to examine the commodities/industry in which Pakistan and China have revealed comparative advantage. We short listed the commodity categories at the HS 2-digit level. We analyzed top 5 chapters form both countries since 2009 to 2013. This index is calculated as follows;
Where X ij = i th country's export of commodity j X wj = world exports of commodity j X i = total exports of country i X w = total world exports Therefore, we can say that if RCAij >1 then a comparative advantage is revealed. Batra and Khan (2005) [7] mentions the advantage of using RCA approach that 'it considers the intrinsic advantages of a particular export commodity and is consistent with changes in an economy's relative factor endowment and productivity' on the other hand its disadvantage is 'it cannot distinguish improvements in factor endowments and pursuit of appropriate trade policies by the country'. However, RCA advantages and disadvantages are beyond the focus of current analysis. There may be many other factors which affect both countries' relative share in world market but that is out of the scope of this analysis. To analyze RCA for both Pakistan and China at HS-2 digit product level to have overall picture of both countries relative performance. In general, if the importing country lowers import barriers, it is expected that home country's exports increase to the importing country. Since FTA lowers China's import barriers, Pakistan's exports to China are expected to increase. Especially, the exports of the items with RCA>1 are expected to increase faster than exports of other items after FTA, since Pakistan has comparative advantage in those items. If the exports of the items with RCA>1 indeed increase faster than those of other items after FTA, then it shows that the Pakistan-China trade pattern goes as expected by the principle of comparative advantage. Otherwise, we suspect that there are some obstacles preventing the bilateral trade follow the principle of comparative advantage. Analyzing product to product for these five years it is revealed that the items have been almost same during 2009, 2013 with RCA>1.
Trade Intensity
Trade Intensity (TI) is a measure of a country's export competitiveness in a specific partner's market. Like RCA, it uses a country's current trade flows to measure its competitiveness. We calculated top 5 chapters wise trade intensity for Pakistan-China trade flows. Trade Intensity of i th country with respect to the j th country under k th commodity category, T ijk is given by
X ijk = Country i's exports to country j in category k X iwk = Country i's exports to the world in category k X wjk =World's exports to country j in category k X wk = Total world exports in category k
We calculated Pakistan's trade intensity in the Chinese market for top five commodities and China's trade intensity in the Pakistan market for top five commodities. Trade intensity value of greater than 1 is construed as high competitiveness. 
SIGNIFICANCE OF STUDY
There are two conditions that must meet in order for countries to successfully participate in a free trade agreement. First, an incentive constraint mutually satisfied, and must make countries better-off. Second, the worthwhile long-run gains to the countries that keeps them to commit to the agreement, as opposed to maintaining tariffs. In the context of Pakistan's trade environment and domestic industry the results are disturbing. Serious consideration is required to see if this FTA is resulting in degradation of Pakistan's domestic industry including large, medium and small industry or improved it. The policy makers need to make sure that favorable environment (incentives) for growth of the industry is provided so that the industry can compete in international market. This is a necessary step which is required to be taken as Pakistan and China share a long lasting friendship and this FTA has political as well as economic impact on the societies of both the countries.
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